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PREFACE

From time to time, members have corresponded with the Amer
ican Institute of Certified Public Accountants requesting samples
of partnership agreements. In addition, members of the commit
tee on management of an accounting practice have felt the need
to develop a sample of such an agreement which may serve as a
guide to those firms who in beginning or in renewal are consider
ing adoption of a new partnership agreement.
Those firms are advised to use this publication merely as an
example of such an agreement. In no case should this example
be used imitatively without the advice of legal counsel.
The bold-face type represents a sample partnership agreement
as published for the benefit of attorneys by the American Bar
Association. It was modified to conform with that of an account
ing practice. We are deeply grateful to the American Bar Asso
ciation and its Standing Committee on Economics of Law Practice
for its permission to reprint the bold-face type as included in
“Articles of Partnership for Law Firms.”

H enry D e Vos, CPA, Manager
Management Services
1

I N T R O D U C T IO N

Today’s demands on an accounting practice have inspired the
development, in increasing numbers, of group practice. Not only
are there indications of individual practitioners banding together
to form partnership, but small partnerships are also banding to
gether. In either case, it is apparent that the resulting practice
unit must review past partnership agreements and adopt what
ever changes are necessary.
It is hoped that this publication will be useful to many existing
partnerships which have thus far been operating without written
partnership agreements. In addition, many partnership agree
ments have been hastily drawn up without consultation with legal
counsel and therefore have created untold problems during pe
riods of disagreement. The material herein should also prove
helpful in those cases where the existing written agreements are
inadequate or are incomplete.
It should be pointed out that the form of partnership agree
ment presented in bold-face type in this bulletin is not to be con
sidered typical of the larger established accounting firms which
have become institutionalized to the point where they are ex
pected to outlive the lives of the existing partners. Rather, the
articles are more appropriate for the growing firm.
The growing firm should give consideration to a partnership
agreement for a tentative trial period. This period will allow the
necessary time to test the effectiveness and suitability of the
partnership agreement until such time as more detailed and
definitive provisions can be made.
It is not recommended that firms prepare their own agreements.
Legal counsel should be obtained. However, this does not pre
3

elude firms from first determining what provisions are desirable,
and then seeking the aid of counsel in preparing a formal agree
ment. Further, nothing in this bulletin implies the legality of any
of the provisions contained in the bold-face agreement.
In addition to ascertaining the legality of the provisions, advice
should be obtained concerning local provisions of the jurisdic
tions in which the accounting firm carries out its practice. Fur
ther, no assumption should be made that the provisions of a
partnership agreement will remain valid indefinitely. Every firm
which has adopted a written partnership agreement should peri
odically obtain a review from legal counsel. This will assure the
firm that appropriate amendments are made to coincide with
changes in law, regulations or court decisions.
The remainder of this bulletin sets forth an example of a part
nership agreement (bold-face type) and also discusses the vari
ous recitals in the light of a number of actual agreements that
were contributed by members of the 1968-69 committee on man
agement of an accounting practice in the interest of preparing
this bulletin.
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A R T IC L E S O F P A R T N E R S H IP
With an Explanation of Each Provision and Suggestion
O f Many Possible Alternative Provisions

A r t ic le s o f P a r t n e r s h ip f o r th e
F ir m o f N a v iilu s , N a v illu s & D o o w

A R T IC L E I.

Section A.

G E N E R A L PR O VISIO N S

Recitals

1. The undersigned parties hereby agree t h i s ...................day of
,1 9
, to organize a partnership for the prac
tice of accountancy under the firm name of Navillus, Navillus
& Doow.
2. The effective date of this document is t h e ...................day of
, 1 9 .......

Recitals in the partnership agreements received from commit
tee members varied somewhat from the recital above in that they
also set forth the location (s ) in which the practice is to be con
ducted. Instances have been observed where the location has
been restrictive (such as “the State of New Jersey” ) as well as
general (i.e., “the State of New Jersey; provided, however, that
the firm may also establish branch offices whether within or with
out the State of New Jersey” ).
Where the partnership agreement does not constitute an orig
5

inal agreement for the organization of a new firm, some partner
ships prefer to list in the preamble or a first paragraph of recitals
all or some of the background data of the firm, such as:
1. When the partnership was organized and by whom
2. A list of the partners with the years of admission and termina
tion of each
3. A list of prior partnership agreements and amendments to
each.
The latter items have also been incorporated as supporting
documents incorporated into the agreement by reference.

Section B.

Parties

Navillus, Doow, Van Savage and Roosma constitute the orig
inal partners of the firm.

The parties to the agreement are not necessarily those included
in the firm’s name. This is evidenced by the name of many firms
in existence to date.
If the firm covers one or more geographical areas, it might
consider adding the city and residence of each partner.
Under this section, reference should be made to the Ethical
Standards of the Accounting Profession for the appropriateness
of limited partners and its reflection concerning non-CPAs.

Section C.

Purpose

The sole purpose of the firm is to engage in the practice of
public accountancy, with such usual operations in the purchase,
ownership and disposition of properties, the maintenance of
records, and other conduct of business as is incidental to the con
duct of an accounting firm.

Many of the partnership agreements contributed for use in
this bulletin were silent on this matter. Others seemed quite
restrictive in that they mentioned that the only purpose of the
partnership was to engage in the practice of accountancy.
While the definition of accountancy has expanded of late, it
6

appears that there is a danger of being overrestrictive. This is
particularly true when viewed in the light of the definitions used
in some of the states’ regulatory laws.
Where a purpose is cited, it should be in terms substantially
as indicated in the sample above.
ADDITIONAL EXAMPLES

The undersigned parties hereby associate themselves in a gen
eral partnership for the purpose of practicing public accountancy
(accounting), and hereby adopt the following as their articles of
partnership.
The parties hereby form a partnership to engage in the prac
tice of public accountancy.

Section D.

Definition o f Term s

For all purposes of this document, each of the following terms
shall have the following meanings:
1. The terms “firm” or “partnership,” interchangeable terms in
this document, shall include the firm now organized and
the same continuing firm, however named, notwithstanding
changes in personnel by addition of new partners or termina
tion of the membership of any partners.
2. The term “partners” shall (unless expressly qualified) include
all partners individually, whose membership has not been
terminated.
3. The terms “this document” or “these Articles of Partner
ship” or “these Articles,” interchangeable terms herein, shall
include the Articles of Partnership as set forth herein, as the
same may be amended as provided herein. The term “pro
visions of this document” includes the terms and provisions
hereof and of all such amendments.
4. The phrase “termination of all interest in the partnership”
means, when applied to any partner, the end of (i) his mem
bership; (ii) his units of participation and all rights under his
units of participation; and (iii) his rights in the capital of the
firm; but shall not involve an elimination or cancellation of
any rights expressly provided in this document to receive
payments in cash or property yet to be paid to him as an
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incident of the termination of interests mentioned in (i),
(ii) or (iii) of this paragraph.
5. The term “retired partner” means one whose interest in his
units of participation is suspended, and hence his participa
tion in the voting of partners, and in sharing the net profits
and losses; but who is eligible to receive any retirement
bonuses or other payments in accordance with the terms of
this document; neither his membership nor his rights in the
capital of the firm being terminated.
6. The term “permanent withdrawal” of a partner means the
termination by his voluntary act of all his interest in the
partnership.
7. The term “temporary withdrawal” of a partner means not a
termination of all his interest in the partnership, but merely
an interruption of the effectiveness of his units of participa
tion during the period of his absence from the firm, so that
he shall have for the interim no vote and no share in the
profits or losses.
8. The term “expulsion” of a partner means action by the firm
effecting termination of all his interest in the partnership.
9. The term “permanent disability” of a partner means that
disability which justifies the requisite vote of the partners in
their discretion to terminate on that account all his interest
in the partnership.
10. The term “net income,” as applied to the income of the firm,
means the gross “income” as that term is defined for federal
income tax purposes, less such deductions from the “gross”
as are permitted for federal income tax purposes.

Section D may seem gratuitous. However, the need for clear
definitions of the terminology used in the partnership agreement
should not be overlooked. The additional time required in this
effort is well worth it as preventing dissatisfaction and discomfort
at a later date would be costly.

Section E.
1.

Firm N am e

The name of the firm “Navillus, Navillus & Doow” shall con
tinue until changed in accordance with the provisions of this
document.

2. A partner of the firm permanently withdrawing from it, bear-
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ing the same surname which is a part of the firm name, shall
be entitled thereafter to continue the practice of accountancy
in his own name or as a member of a firm containing his sur
name in its firm name regardless of any continuation of his
surname in the name of this firm thereafter; the firm may
drop such surname as a part of its firm name at that time or
any later time that it elects, and will do so from the time that
all interests of the withdrawing partner in the affairs of this
firm have been liquidated, unless it thereafter retains a con
tinuing partner of the same surname.
3. In the event of the expulsion of a partner whose surname is
a part of the firm name, the firm shall drop the surname from
the firm name unless after the expulsion the firm retains a
continuing partner with the same surname and elects not to
drop the surname.
4. In the event of the termination of the partnership interest of
any partner because of his death or permanent disability, or
in the event of the retirement of a partner, or in the event of
his temporary withdrawal, leave of absence or temporary in
capacity, when his surname is a part of the firm name, the
firm may continue to use his surname without compensation
to him or his estate or to any beneficiary thereof so long as
any of their interests in the affairs of the partnership are not
completely liquidated.
“. . . and for such further period of time as is provided for in
any agreement between the firm and said partner or former
partner or his estate or all beneficiaries thereof.”

The reader should consider the above section in concert with
the Ethical Standards of the Accounting Profession- and the Code
of Professional Ethics. Rule 4.02 of the Code of Professional Ethics
and pages 280-287 of Ethical Standards of the Accounting Pro
fession are cited as being illustrative.

ADDITIONAL EXAMPLES

The firm name shall belong to and may be used by the firm and
shall not be sold or disposed of as long as the firm continues in
existence. If a partner dies or leaves the firm for any reason he
shall have no interest in the firm name and shall have no right
to use the firm name or receive any payment therefor.
9

The surviving partners shall have the right to continue to use
the name of any deceased partner in the partnership name.
No retired, resigned, or removed partner shall at any time
subsequent to his retirement, or removal, use the firm name of

Section F.

T erm

The partnership shall continue from the effective date of this
document until dissolved in accordance with the terms thereof.
ADDITIONAL EXAMPLES

The partnership shall begin o n ..............................and continue
so long as mutually agreeable to the parties hereto. In the event
of death of a partner, the partnership business shall not terminate
but shall be continued as a partnership by the surviving partners
and the estate of the deceased partner as hereinafter provided.
The fiscal year of the partnership shall begin o n ............................
and end o n ................................
The admission, withdrawal, disability, retirement or death of
a partner shall not dissolve or terminate the partnership.
A partner’s interest may be terminated by death, retirement,
or withdrawal; however, the termination of a partner’s interest
shall not terminate the partnership.
Many small partnerships are often experimental in character.
If such is the case, this provision would seem desirable. Inclusion
of such a provision would appear to preclude a dissolution where
required by law in the event of a change in partners for whatever
reason. It is not the purpose of this bulletin to discuss the tax
considerations involved since regulations are very often changed.

Section G.

Location o f Its Offices

Offices of the firm shall be maintained for the continuing prac
tice of accountancy by it, its partners, and its associates, through
out the term of its existence as a firm, in the city of
and the state of
(here add such other locations, if

any).

This provision seems redundant especially in light of Section A,
Article I, cited on page 5. The only apparent reason for incorpo
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rating this article is in an instance where the firm’s location is
considered so important that a prohibition against a move of
offices is requested.

A R T IC L E II.

Section A.

C A P IT A L O F T H E FIR M

Original Capital Contributed by Original Partners

The original capital contributions of the respective partners
hereunder are shown on Exhibit A attached hereto. It reflects
cash contributed and property, the title of which is transferred to
the firm at the current agreed market value of each item. The
firm agrees to repay to each partner, at the time and as herein
after provided, the aggregate amount he has thus contributed as
original capital plus interest thereon at the rate of five per cent
per annum on all unpaid balances.

This clause has not been found as such in many of the agree
ments reviewed. However, it seems appropriate from the his
torical-record point of view. In considering this clause it may be
decided to omit any reference to the payment of interest on the
original capital. In addition, if consideration is to be given to the
payment of interest, rates different from those used may be ap
propriate depending upon current rates.
One agreement reviewed merely states that: “Initial capital
account of each partner, as of the effective date of the agreement,
is the amount stated after his name on the attached appendix
A clause that is somewhat different from those described above
reads as follows:
Capital of Partnership.
Unless a m ajority of the partners agree in writing to the
contrary, ( a ) the capital of the partnership shall be maintained
in an amount which is not less than thirty-eight thousand
dollars ($38,000), and (b ) each partner shall maintain his
respective capital account in an amount which is not less than
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an amount which bears the same ratio to the aforesaid capital
of the partnership as the interest in the partnership of such
partner bears to the total interest in the partnership of all
partners.
One further matter may be appropriate at this point. Unless
the fixed assets of prospective partners are rented or leased, con
sideration may be given to forming a holding corporation. This
matter has not been found in the articles reviewed, but may be
beneficial in a number of instances, particularly so where the
current agreed market value is a point of debate.
ADDITIONAL EXAMPLES

Working capital for the conduct of the partnership is to be
furnished by the partners in their equity capital ratios. Interest
at the rate of six per cent (6%) (per annum) on any unpaid bal
ance shall be charged against any partner who fails to provide
his proportionate share.
Each partner will maintain a capital account in the firm con
sistent with his income percentage.

Section B.

Annual Additional Contributions to Capital

Five per cent of the net income of the firm for each fiscal year
shall be withheld from distribution and credited, as additional
contributions to capital, to partners, in the amount that each
would have received had that sum been distributed. Interest
shall be paid by the firm on all unreimbursed balances of all
these additional contributions to capital at the rate of five per
cent per annum until fully repaid.

None of the agreements reviewed contained a stipulation of
a fixed annual contribution to capital.
One agreement, however, states that each proprietary partner
shall contribute to the partnership cash capital an amount fixed
and determined by the management committee for each partici
pation unit assigned. To the extent that the cash capital of a
partner shall be deficient or excessive, he shall contribute the
amount of the deficit in cash or shall be entitled to withdraw the
amount of the excess in cash.
12

ADDITIONAL EXAMPLES

Five per cent of the net income of the firm for each fiscal year
shall be withheld from distribution and credited, as additional
contributions to capital, to partners, in the amount that each
would have received had that sum been distributed.
The number of units of ownership of any partner may be ad
justed upward in any amount as of July 1 of any year on unani
mous agreement of all of the partners. Any increase in units shall
require payment to the partnership as hereinafter set forth.
In the event partners’ capital accounts are not equal at the end
of any specific month all partners will be considered notified on
receipt of the monthly financial statements. Should the capital
accounts remain unequal at the end of the following month, each
partners capital account will be credited with one per cent of his
capital account balance as of the end of the previous month. The
one per cent credited will be charged against the income of the
partnership before applying the profit-sharing ratio. This proce
dure will continue in effect until the capital accounts are brought
into balance.

Section C.

Reserve fo r Capital Expenditures; O ther Reserves

1. Out of the sums contributed as additional contributions to
capital for each fiscal year, there shall be set aside as of the
beginning of the new fiscal year that amount, in addition to any
unexpended balance in that reserve fund left over from the
last year, estimated to be needed for capital expenditures of
the firm during the new fiscal year. As such expenditures are
incurred during that year, they shall be paid for out of that
reserve fund.
2. Out of the remainder of the sums contributed as additional
contributions to capital for each fiscal year, there shall be set
aside that amount for any other reserve fund, or to add to any
existing reserve fund, estimated to be needed to meet any
other anticipated obligations or commitments of the firm. As
such expenditures are incurred they may be paid out of the
appropriate reserve fund.
ADDITIONAL EXAMPLES

At the end of each fiscal year there shall be charged to firm
expense for that year the amount of depreciation accrued for the
13

year and that amount shall be set aside in a reserve fund to be
used by the firm for later capital expenditures.

Section D.

Annual Reim bursem ents on Contributions to
Capital

1. At the end of each fiscal year there shall be charged to firm
expense for that year the amount of depreciation accrued for
the year, which the firm for federal income tax purposes is
entitled to deduct from firm income, and the amount of inter
est accrued for the year on the unreimbursed balances of con
tributions to capital.
2. At the end of each fiscal year,
shall be paid to the partners
sums aggregating the amount
paid ratably in reimbursement

(i) the amount of such interest
entitled thereto; and (ii) cash
of such depreciation shall be
of contributions to capital.

3. Any amounts remaining out of the annual contributions to
capital provided for in Section B of this Article, after the de
duction of the reserves as provided in Section C of this Article,
shall be paid to partners to reimburse them for their contribu
tions to capital. Such reimbursements shall be made for the
oldest contributions first, all repayments for contributions as
of the same time being made ratably as to them.
ADDITIONAL EXAMPLES

It is understood and agreed that each partner will be paid
interest at the rate o f ..........per cent per annum on his average
monthly investment in the partnership capital, this interest to be
considered as an expense in determining the partnership profits.

A R T IC L E III.
P R O F IT S A N D L O S S E S O F T H E FIR M ;
P A R T IC IP A T IO N O F P A R T N E R S T H E R E IN ;
D R A W IN G S; B O N U S E S
Section A.

Units o f Participation in Profits and
Losses Held by th e R espective Partners

Except as otherwise expressly provided in this Article, partici
pation of partners in net profits and losses shall be on the basis
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of the units of participation held by each partner, which shall be
as follows:
A.
B.
J.
M.
T.
J.

Navillus
Navillus
Doow
Van Savage
Roosma
Faber

30 units
20 units
20 units
12 units
10 units
8 units

Upon termination of all interest in the partnership as to any
partner, his units of participation and all rights thereunder shall
expire. No amendment of this document shall be required there
for. Otherwise no change in the aggregate number of units held
by partners or in the number held by any partner shall be effected
except by an appropriate amendment of this document.

Most of the articles that were reviewed for this publication
made reference to a percentage allocation. Few used units of
participation as the basis.
Employing units of participation as a basis is suggested here
as their application is simpler and the use of fractions can be
avoided when new partners are added to the partnership. The
units need not total 100 as they do in the above illustration.
Whether units or percentage of participation is used, it may
become important to establish who will be responsible for such
calculations.
ADDITIONAL EXPENSES

Participation of partners in net profits and loses (after part
ners’ salaries) shall be on the basis of the units of participation
held by each partner.
Each partner shall be assigned a number of units of ownership
which in relation to the units of all other partners shall determine
his proportion of ownership in the property of the firm and his
share of income as provided in S ection ................
The number of units of ownership of any partner may be ad
justed upward in any amount as of July 1 of any year, upon the
unanimous agreement of all of the partners. Any increase in units
shall require payment to the partnership as hereinafter set forth.
The net profits of the partnership shall be divided and the net
losses of the partnership shall be borne in equal amounts by the
partners, except that all losses resulting from the wrongful act or
gross negligence of any partner shall he charged to him in full.
15

Section B.
1.

Drawing Accounts and the E xtent to Which
A ny A re Guaranteed

The firm shall carry on its books a drawing account for each
partner. As of the end of each calendar month he shall be paid
the sum indicated below, which shall thereupon be charged to
his drawing account.
A.
B.
JM.
T.
J.

Navillus
Navillus
Doow
Van Savage
Roosma
Faber

$2,400.00 per month
1,600.00 per month
1,600.00 per month
1,000.00 per month
800.00 per month
800.00 per month

2. As of close of each fiscal year there shall be credited to the
drawing account of each partner his share of the net profits
computed as provided in this Article III, less the amount of
his annual contribution to capital of the firm; any reimburse
ments to him of contributions shall be so credited and all other
debits and credits between the partner and the firm to date
shall be included in the calculation. Any excess of credits
over debits shall thereupon be paid to the partner.
3. If at the end of the fiscal year, after crediting to the drawing
accounts of partners T. Roosma and J. Faber the participation
of each such partner in the net profits, there remains a deficit
in his drawing account, he shall not be required to pay the
amount of that deficit to the firm, but as an expense of the
firm (to be shared ratably by the remaining partners who do
not have the benefit of this guaranty) his account shall be
credited in the amount of such deficit. Thus T. Roosma and J.
Faber each is guaranteed that he shall receive as a minimum
his drawing account for each month of the year. Moreover,
if the net profits of the year aggregate as much as the total
of the drawing accounts of all partners plus any amounts
credited in balancing the drawing accounts of T. Roosma and
J. Faber, all of the other partners shall retain the amounts of
their respective drawing accounts. But, if the net profits aggre
gate less than the total paid in the drawing accounts plus the
said amounts credited to the accounts of T. Roosma and J.
Faber, then A. Navillus, B. Navillus, J. Doow and M. Van
Savage shall share ratably all such deficits for the year in the
proportion of their respective drawing accounts, except how
ever that M. Van Savage shall not be required to pay back to
the firm any more than the amount that he has received in
excess of the stated amounts of the drawing accounts of T.
Roosma and J. Faber.
4. If at the end of the fiscal year there are net profits for distri
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bution over and above the aggregate of all the stipulated
monthly drawings and payments made as the agreed annual
additional contributions to capital, then the portion of such
net profits not transferred to the reserve for bonuses, as pro
vided for in the next section hereof, shall be applied first to
payments to those partners who have received in their monthly
drawings less than their ratable share of net profits; and
thereafter the balance of net profits shall be distributed rat
ably to all partners in proportion to their respective units of
participation.

The benefits of assuring a specified monthly salary are obvious.
While none of the submitted articles deal with such a section, the
hypothetical example does point out that the monthly salary
guaranty need not be in proportion to the unit or percentage of
participation as set forth in Section A of Article III.
Further, the example under this section also alludes to a method
of treating junior partners.
Item 4 of this section should be deleted if the partnership does
not choose to adopt a provision for a reserve for bonuses.
ADDITIONAL EXAMPLES

The partners shall receive salaries to be deducted as an expense
in computing net profits. The firm philosophy is that partners’
salaries should be equal and any differences in partners’ earnings
should be reflected in the net profit.
The salaries, as listed in Appendix A, may be adjusted from
time to time without affecting other provisions of this agreement.
Each partner agrees to devote all of his professional time, skill
and attention to the affairs of the firm, except as may be indicated
in Appendix A. It is expected that each partner will incur certain
promotional and other expenses in connection with obtaining new
business or preserving and enhancing the image of the firm. Such
expenses shall be considered as a reduction of the respective
partner’s share of the profits or losses of the firm. Any promotion
or entertainment expense incurred directly in connection with
firm clients or firm activities and reimbursed by the firm as an
expense in determining the net profit or loss of the firm shall be
considered as additional income to the individual partner if dis
allowed as a deduction for income tax purposes.
Each of the partners shall receive salaries in amounts as agreed
17

upon among themselves in writing. These salaries shall be sub
ject to review as of July 1 of each year during the continuance of
this partnership. The foregoing salaries of the partners shall be
treated as expenses of the partnership in determining net profits
or net losses.
Salaries shall first be charged against the income of the partner
ship and the remaining income or resulting loss shall be allocated
to each partner as hereinafter stated.
Salaries of all the partners shall be adjusted upward or down
ward as of January 1 of each year, but only if the annual nation
wide yearly cost of living for the preceding year shows (when
the information becomes available) a 3 per cent change since
the year of the last adjustment to salaries occasioned by change
in the annual nationwide yearly cost of living. The percentage
change in salaries shall be the same as the percentage change in
the annual nationwide yearly cost of living since the last adjust
ment to salaries (hereinunder). In determining salary adjust
ments pursuant to this provision, the consumer price index for all
items and commodity groups released by the Bureau of Labor
Statistics shall be used to measure the annual nationwide yearly
cost of living and 1964 shall be used as the base year.
If, at the end of the fiscal year, after crediting to the drawing
accounts of partners .......................... and .......................... the
participation of each such partner in the net profits, there remains
a deficit in his drawing account, he shall not be required to pay
the amount of that deficit to the firm, but such deficit shall be
treated as an expense of the firm, to be shared ratably by the
remaining partners who do not have the benefit of this guaranty.
Thus .......................... and .......................... each is guaranteed
that he shall receive as a minimum his drawing account (salary)
for each month of the year.
Each partner shall have the right to draw against the earnings
of the partnership, in semi-monthly installments on the first and
sixteenth day of each month, but in no event shall a partner s
withdrawals exceed his interest in the partnership business. Any
amounts so withdrawn shall be charged against that partner’s
distributive share of the profits of the partnership business. The
drawings of the partners shall be set each year as of October 1,
for the ensuing year, by agreement of the partners. During Sep
tember the partners, by agreement, shall determine what, if any,
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of the total undistributed earnings of the partnership shall be
distributed to the partners, and such distribution, if any, shall be
made in the month of October immediately following such de
termination.
Section C.

Reserve fo r Bonuses and Paym ents Therefrom

The net profits of the firm remaining for each fiscal year after
paying (or setting aside funds for paying) all expenses of the year
and after paying fully the stipulated monthly drawings and mak
ing the annual agreed additional contributions to capital, shall
be distributed as follows: seventy-five per cent of such remaining
net profits shall be distributed as heretofore provided (Sections
A and B of this Article) and the remaining twenty-five per cent
shall be placed in a “bonus reserve.” The management com
mittee shall as promptly as convenient recommend to all partners
the uses to which this fund of twenty-five per cent shall be
placed, and thereupon at a meeting of the firm it shall be
determined to whom and in what amounts such reserved funds
shall be paid. It is anticipated that normally, unless some antici
pated need for the reserve fund seems to require other use of
such funds in the new fiscal year immediately ahead, said reserve
fund will be used for extra distributions to partners as achieve
ment bonuses.

A R T IC L E IV.
Section A.

M E E T IN G S A N D V O T IN G O F P A R T N E R S

M eetings o f Partners; Voting a t Such M eetings

1. A meeting of partners shall be held at any time on call of the
management committee or at any time after written notice at
least ten days in advance jointly signed by any three partners,
specifying the hour and purposes of the meeting. The call by
the management committee may be written or oral and need
not be made any period of time in advance of the meeting,
nor need it specify the purposes of the meeting; except, how
ever, that in those instances where written notice for at least
a specified period of time is required by any provision of these
Articles, every call or notice of such meeting shall comply with
such requirement.
2. A t each meeting of partners every partner shall have one vote
for each unit of participation held by him, as specified in Sec
tion A of Article III of this document; a quorum for any issue
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at any meeting shall exist if partners holding a majority of
such units are present in person or voting by proxy or written
instruction. Any partner may vote on any matter (subject to
provisions of paragraph 3, this Section) if not present, by gen
eral or specific proxy to a partner present or by specific in
structions in writing.
3. A partner shall not vote, however, and the number of outstand
ing units shall be deemed to be reduced by the number he
holds (for the purposes of determining on any such issue
whether quorum exists or whether the requisite percentage of
outstanding units have been voted in the affirmative), when
he is the partner affected by any of the following issues:
a. If the partner has given a notice of withdrawal from the
firm and the partnership meeting is voting on a proposal
to terminate the firm and liquidate its affairs (see Article
V, Section D) the person whose notice of withdrawal is
pending shall not vote and the percentage of the votes for
termination and liquidation shall be determined as though
that partner’s units of participation did not exist.
b. If the issue before the partnership is whether a partner
(i) is under permanent disability, or (ii) should be expelled
from the firm, whether for cause or without determining
that a cause exists, or (iii) should be permitted to retire or
to attain retirement by gradual steps, or (iv) should be
granted a temporary withdrawal from the firm (see Article
V, Sections C, E, F and G), then as to each such issue the
partner involved shall not vote and the percentage of votes
shall be determined as though his units of participation
did not exist.
4. Excepting only as provided in paragraph 3 of this Section A
of Article IV or in Section D of Article XI of this document,
no partner shall be disqualified from voting on any issue,
notwithstanding any interest he may have therein which dif
fers from the interest of the firm or the other partners.

Section B.

Percentage o f V otes Required for Certain Partner
ship Decisions; Requirem ent o f Recommendation
o f the M anagem ent C om m ittee in Advance of
Certain Partnership Decisions

1. As provided by Article V of this document, it may be de
termined by partnership vote that one presently a partner
(i) is under permanent disability, (ii) should be expelled from
the firm, (iii) should be permitted to retire or to attain retire-

20

ment by gradual steps, or (iv) should be granted temporary
withdrawal from the firm; or that one not a partner presently
be added as a partner (see Article V, Sections B, C , E , F and
G). As to each such issue (subject in each instance to the
provisions of paragraph 3 of Section A of this Article), it is
required that for so determining that issue in the affirmative,
affirmative votes shall be cast by partners holding at least
two-thirds of the outstanding units of participation that can be
voted on that issue. An affirmative recommendation of the
management committee in advance is required for a vote of
the partners on the addition of a new partner (see Article V,
Section B) or for a vote oh payments out of the bonus reserve
(see Article III, Section C).
2. As provided by Article X of this document, decision may be
made that the firm be terminated and its affairs liquidated
at any meeting held for the specific purpose of determining
whether this shall be done, on the written call of the manage
ment committee or of any three partners stating the purpose of
the meeting and giving at least three days notice. For de
termining this issue in the affirmative (subject to the provisions
of paragraph 3(a) of Section A of this Article) votes in the
affirmative of partners holding at least two-thirds of the out
standing units of participation that can be voted on that issue,
shall be required.
3. As provided in Article XII of this document, these Articles of
Partnership may be amended upon affirmative votes of part
ners holding at least two-thirds of the outstanding units of
participation that can be voted on that issue, provided that
the proposed amendment and the recommendation of the
management committee with reference thereto are attached
to the written notice of the meeting at which the proposed
amendment is to be considered.
4. A majority of the votes cast, a quorum being present, may de
termine any other issue at a partnership meeting, provided no
such determination shall be contrary to a provision of law or
of this document.

Only one of the partnership agreements reviewed dealt with
Article IV as set forth above. However, even in that one case the
section was vague and not very enlightening.
This is one area in which disagreement can and often does
arise. It is therefore suggested that this section, modified for
individual need, be included in partnership agreements.
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A R T IC L E V.

Section A.

CHANGES AS TO PARTNERS

No Classes o f Partners

Though their contractual rights differ, as provided in this in
strument, all partners are of the same class and have identical
and equal rights except as herein otherwise provided.

If there is to be no distinction among partners, then this section
can be eliminated. However, even in the smallest of partnerships
distinctions are often found.
The most common distinction noted in the agreements sub
mitted was that of senior and junior partnerships. Additional
titles noted were:
Percentage partners and nonpercentage partners
Special partners and general partners
Managing partners and others

Section B.

Addition o f Partners

The management committee may from time to time propose
that additional partners be invited to join the partnership, and
may propose the units of participation and the drawing accounts
for each, together with the proposed amendment to the Articles
of Partnership, specifically providing for any drawing account,
guarantees and other provisions. In each such instance:
1. There shall be given to each partner a notice of at least ten
days of a meeting for all partners at which each partner shall
be entitled to discuss the proposal fully; each partner shall be
entitled to a postponement of that meeting up to a date not
less than thirty days after the giving of the ten-day notice.
2. At that meeting the partners may by their affirmative votes
(as provided in paragraph 1 of Section B of Article IV) de
termine that the invitation shall be extended as proposed by
the management committee or with such revisions as are
determined upon.
3. If the invitation is accepted, the new partner and prior part
ners holding at least two-thirds of the participating units en
titled to vote at the meeting referred to in paragraphs 1 and 2
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of this Section B shall join in executing an amendment to
these Articles of Partnership providing for the change in the
partnership thus effected.
ADDITIONAL EXAMPLES

Additional partners may be admitted on such terms and con
ditions as are agreeable to all active partners, but the admission
of an additional partner or partners shall be on such a basis that
it will not reduce the share of a withdrawing partner or the estate
of a deceased partner.
Eighty per cent in interest of the partners shall have the right
to admit additional general partners.
The withdrawal or death of one or more partners, or the ad
mission of one or more new partners, shall not terminate this
agreement. Any additional partners admitted shall be required
to become parties to this agreement as a condition to admission
to the firm and shall sign the original of this agreement as evi
dence thereof at that time.

Section C.

Death or Perm anent Disability o f a Partner

1. Death.
The death of a partner shall terminate all his interest in the
partnership, its property and assets. The continuing firm shall
pay in cash to his estate (or to his nominee or nominees in ac
cordance with the provisions of any separate agreement
entered into between him and the management committee
acting for the firm) the following amounts to be paid in
installments at the times indicated:
a. On or before ninety days after the date of his death, the
net amount of his capital in the firm as of the date of death
plus interest on his capital to that date.
b. Within one hundred twenty days from the date of death,
an amount computed as follows:
(i) Start with his pro rata share of seventy-five per cent
of the net profits (after reducing said profits by inter
est on the capital accounts of all partners to date of
death) of the firm for that portion of its then current
year ending with the date of death;
(ii) Add thereto any part of the remaining twenty-five
per cent of the firm’s net profits which the manage-
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ment committee in its discretion determines to be his
fair share of such net profits as a bonus payment to
him, based on the same considerations for that part
of the year as are provided for any full year in Sec
tion C of Article III hereof;
(iii) Deduct from the total arrived at in (ii) preceding, all
distributions the deceased partner had received from
the firm on account of net earnings during the year;
and
(iv) Adjust the remaining balance by debiting and credit
ing all sums owing to the firm by him or by the firm
to him immediately prior to his death. If the result is
a minus balance, it shall be deducted from the aggre
gate amount payable in monthly installments as pro
vided in subparagraph (c) of Section C, paragraph 1.
c. In a series of forty-two consecutive monthly installments,
beginning on or before one hundred eighty days after the
date of his death, a further amount which (except as other
wise herein provided) shall be the average of the sums
paid to him as a partner of the firm during each of the last
three complete fiscal years of the firm during which he
was a partner.
(i) The computation of the sums so paid to him each year
shall include all distributions to him out of net income
of the firm, but without any deductions for contribu
tions to its capital or any additions for reimbursements
therefor or interest or unreimbursed contributions. If
he became a retired partner or temporarily withdrawn
partner, the years of retirement or of temporary with
drawal are not to be included in the computation. If
he had not been a member of the firm for as long as
three complete fiscal years, then there shall be paid
the average of sums paid to him for two such years,
and if not a member for as long as two such years,
then the sums so paid to him for one year. If he had
not been a member one full year, no sums shall be
paid under this subparagraph (c).
(ii) The first six installments of the amount thus to be paid
by the continuing firm shall each be as much as de
cedent’s current agreed monthly drawing at the time
of his death and may, at the option of the firm, be as
much more as the firm shall elect. The remainder of
the sum payable by the continuing firm, if any (after
the payment of the first six installments) shall be paid
in thirty-six monthly installments, approximately equal,
beginning three hundred days after death.
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ADDITIONAL EXAMPLES

note: The following examples generally refer to the estate of the
deceased partner. However, in certain cases the articles reviewed
for this bulletin also contained the phrase “surviving spouse as
successor in interest.” The reader may wish to consider this matter
for estate planning purposes.
The interest of a deceased partner in the firm shall continue
for a period of 60 months, following the month in which death
occurred, and shall cease as of the end of that period.
The share of the net profits of the deceased partner and the
net interest of the deceased partner in the capital of the firm
shall be paid to the beneficiary designated by the deceased part
ner in his will. No beneficiary or personal representative of the
deceased partner shall be charged with any net losses in the
period during which the deceased partner’s interest continues.
The estate of a deceased partner shall continue as a member of
the partnership for a period of three years as hereinafter provided,
and shall participate in the net earnings but not the net losses of
the partnership, but such estate shall have no voice in the admin
istration of the affairs of the partnership.
In addition to payments for his capital account and interest
in net unrealized receivables, and so forth, each partner shall
continue to participate in partnership profits for five years follow
ing his death, withdrawal or retirement.
In the event of a sale of the firm within five years of the death
or retirement of any partner, such deceased or retired partner
shall participate in any gain attributable to the “goodwill” or
“going practice” portion of such sale in excess of recognition of
these factors at the time of retirement or death.
In the event of death of a partner, the partnership shall not
terminate but shall be continued as a partnership by the surviving
partners and the estate of the deceased partner. In such event, the
division of income and the payment of the deceased partner’s
capital shall be as follows:

Income. The salary of the deceased partner shall be accrued to
the end of the month in which death occurred and shall be cred
ited to his capital account. Such automobile that may have been
operated by the deceased partner and represented in the capital
accounts shall be released to the widow or the executor of the
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estate and its book value shall be charged against the capital
account of the deceased partner as of the date of his death. The
estate of the deceased partner shall participate in the gross fees
earned by the entire business for a period of five years from the
first day of the month following the month of death of the partner,
as follows:
In the e v e n t..............................shall be the first partner to die,
his estate shall be entitled to receive from the partnership an
amount equal to 10 per cent of the gross monthly fees of the
business, said amount to be payable monthly for 60 months.
In the e v e n t..............................shall be the first partner to die,
his estate shall be entitled to receive from the partnership an
amount equal to 6⅔ per cent of the gross fees of the business,
said amount to be payable monthly for 60 months.
In the e v e n t..............................shall be the first partner to die,
his estate shall not be entitled to receive anything from the part
nership except the capital account, as specified above, until fur
ther agreed upon by the partners.
Capital. The interest of the deceased partner in the capital of the
partnership shall be determined as of the end of the month in
which his death occurs. At the option of the surviving partners,
the amount of the capital account mav then be paid to the estate
in equal quarterly installments over a period of five years, the
first payment to be made at the end of the calendar quarter in
which death occurs. If the installment payments are exercised,
interest thereon shall be computed at the rate of 6 per cent per
annum on the outstanding balance as of the beginning of each
quarter.
When the estate of a deceased partner shall have received the
payments provided in this section, such estate shall have no fur
ther interest in the partnership or in the partnership assets and
property.
The surviving partners shall have the right to continue to use
the name of any deceased partner in the partnership name.
If the death of a partner occurs before his retirement, his estate
or designated beneficiary shall receive the same amounts paid in
the same manner as if the date of death had been his 65th birth
day. The adjustment for being a partner less than 25 years shall
apply. If the deceased partner has been a member of the firm less
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than three years, the amount payable shall be the partner’s
capital and drawing accounts plus his share of accounts receiv
able and work in process. For the year of death, prior to the
following June 30, when the allowance begins, the deceased
partner shall be entitled to his pro rata share of the net income
of the firm in proportion to the number of days he lived to the
total days in such year.
The death of a partner shall terminate all his interest in the
partnership, its property and assets. The continuing firm shall
pay in cash to his estate the following in installments at the times
indicated:
1. On or before 30 days after the date of death—the net amount
of his capital account
2. Within 90 days after the date of death—his share of net profits
as computed to date of death
3. In a series of 42 consecutive monthly installments, beginning
on or before 120 days after the date of his death, a further
amount shall be the average of the sums paid to him as a
partner of the firm during each of the last three complete fiscal
years of the firm, during which he was a partner. (If he had
not been a member of the firm for as long as three complete
fiscal years, then there shall be paid the average of sums paid
to him for two such years, and if not a member for as long as
two such years, then the sum so paid to him for one year. If
he had not been a member one full year, no sums shall be
paid under this subparagraph.)
The death of a partner shall not terminate the partnership. At
the end of the month in which death occurs, the capital account
of the deceased partner shall be adjusted for withdrawals, earn
ings and losses to that date. The interest of the deceased partner
shall be paid on a monthly basis in an amount equal to 50 per
cent of the deceased partner’s established drawing rate until the
total am ount plus interest at 6 per cent per annum on the unpaid
balance has been withdrawn or repaid. The estate shall not be
responsible for losses incurred by the partnership after the month
in which death occurs. When all payments to which the estate is
entitled have been made it shall have no further right, title to or
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interest in the tangible or intangible assets of the partnership. The
surviving partners shall have the unrestricted right to use the
name of the partnership.
In the event of the death of any partner, the estate of the de
ceased partner shall be paid the following amounts as set forth
below:
1. Monthly for a period of four months, an amount equal to
one-twelfth of the deceased partner’s share of partnership
income for the preceding 12 months shown by the partner
ship’s books of account maintained on a cash basis. In the
event there have been abnormal nonrecurring fees included
in such amount, the surviving partner or partners shall be the
sole judge of the amounts so due, and have the authority to
adjust the payment to give effect to such items. It is agreed
that such amounts are distributions of partnership income and
that this partnership continues until these amounts are paid.
This provision is intended to insure that the decedent’s estate
receives his fair share of all work performed prior to his death,
and shall be in complete settlement for the deceased partner’s
interest in such work.
2. An amount equal to the total billing of the deceased partner’s
accounts for the 12 calendar months ending with the month
of death. Such amount shall constitute payment for the de
ceased partner’s share of the goodwill of the partnership and
shall be payable in eight equal semi-annual installments, the
first installment due on or before 60 days after death and
thereafter payable every six months until the total of eight
semi-annual payments have been made.
3. An amount equal to the deceased partner’s capital account
at the date of his death, such amount to be paid in two semi
annual paym ents—one-half 90 days after d eath and the sec

ond half six months after the first payment. Such amount shall
be based on the book value of the assets and liabilities of the
partnership as of the date of death.
It is further provided that the obligation to the deceased part
ner’s estate shall be satisfied solely by payment in cash and the

tangible assets shall be retained by the partnership or by the
surviving partner or partners.
Date of Death. Date of death as used throughout this agreement
shall mean the end of the month in which death occurs.
Goodwill. It is understood that a deceased partner shall not be
entitled to any payment for his “goodwill” interest in the partner
ship.

2. Permanent Disability.
a. The determination that a partner is permanently disabled
shall terminate all his interest in the partnership and his
units of participation as a partner. That determination
shall be made only upon the affirmative vote by partners
holding at least two-thirds of all units of participation, not
including the partner whose disability is in issue or the
units held by him, all in accordance with the provisions of
Article IV of this document.

b. As of the time of the determination of permanent disability
of a partner, he shall no longer be a partner and shall no
longer have any duties to perform with respect to any
professional employment of the firm, nor shall he be
privileged to perform any services in any such matter. His
units of participation shall expire as of that time, and
hence no votes at any partnership meeting may thereafter
be cast by him, and he shall not be entitled to any share
of profits or losses thereafter. Except for sums to be paid
to him by the continuing firm as provided for in subpara
graph (c) of this paragraph 2, he shall not be entitled to
any payments from the firm and shall have no rights or
interests in any of its properties or assets from the time of
such determination. However, the partners in their discre
tion may vote to bestow upon him some purely honorary
title such as “Partner Emeritus,” without compensation.

c. The amounts payable by the continuing firm to or for the
account of a partner determined to be permanently dis
abled shall be computed in the same w ay and paid in the
same manner as if he had died on the date of the determi
nation of his permanent disability. His death before all
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such payments have been made shall not interrupt the
continued payments by the continuing firm; but no further
sums shall be owing by the firm because of his death.

Where this article was found in the agreements reviewed, a
time interval of six months had been included as part of the
determination. It seems appropriate to establish some time period
in order to eliminate potential problems involving an unwilling
ness to tender a voluntary permanent withdrawal on the one
hand and a good-willed hesitancy to declare a permanent disa
bility on the other hand.
ADDITIONAL EXAMPLES

A partner shall be considered eligible for disability when he
has been absent from work because of illness or incapacity for
90 days.
A disabled partner who has been a partner for three years shall
receive his full salary for the first six months of disability, 75
per cent for the next six months, and 50 per cent for the second
year. During such period of disability, such partner shall continue
to be credited or to be charged with his share of the net profits
or losses of the firm.
A disabled partner who has not been a partner for three years
shall receive his full salary for the first 90 days and shall continue
to be credited or charged with his share of the net profits or
losses of the firm.
At the end of the second year of disability, the disabled partner
shall withdraw from the partnership.
The salary continuation payments to a disabled partner shall
be reduced by the proceeds of any insurance policies carried by
the firm or the individual partner. The premiums of such insur
ance shall be paid by the firm.
Determination of disability shall be according to the terms of
any insurance in effect. In the event that there is no such insur
ance in force, a doctor of medicine shall be appointed by the firm
and his determination of physical or mental condition shall be
final.
Recognizing that it will be financially difficult for the partner
ship to pay a partner’s full salary during a prolonged period of
the partner’s illness, it is mutually agreed that each partner will
be personally responsible for the maximum disability insurance
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that he thinks that his financial position permits. It is mutually
agreed that if illness prevents a partner from effectively perform
ing services in the affairs of the partnership, his annual salary
shall be proportionately decreased during such period as follows:
After 2 months disability—a 25 per cent salary reduction
After 3 months disability—a 33Vs per cent salary reduction
After 4 months disability—a 40 per cent salary reduction
After 5 months disability—a 45 per cent salary reduction
After 6 months disability—a 50 per cent salary reduction
In the event of illness extending beyond six months, it is the
intent of the partners that a minimum salary of 50 per cent be
continued. If, in the judgment of the remaining partners, the
financial position of the firm will not permit this continued 50
per cent salary payment, such salary shall be maintained at the
maximum possible amount.
A partner who is unable to perform his normal duties because
of illness or accident shall continue to receive his full salary for
a period of four months. Should the period of disability extend
longer than four months, the disabled partner shall receive 75
per cent of his salary during the second four months of disability
and 50 per cent of his salary during the third four months of
disability. During the first year of disability a partner shall con
tinue to participate in the net earnings and losses.
During the second consecutive year of disability, the disabled
partner shall receive one-half of his assigned rate in net earnings
or losses.
At the end of the second consecutive year of disability, a
disabled partner shall withdraw from the partnership.
The partnership shall have the right to require that a disabled
partner be examined by a physician designated by the partners
(other than the disabled partner).
The partnership shall take out and pay the premium expense
on health and accident insurance, providing for benefit payments
to each partner totally disabled, in such amounts as the manag
ing partner shall determine. Such premium payments shall be
treated as a partnership expense in determining profits. Benefits
paid by the partnership to purchase disability insurance shall
reduce the amounts due to disabled partners in accordance with
this Article.
In the event of prolonged disability, it is agreed that the dis
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abled partner will continue to share in the profits for six months,
at which time he may elect to have the withdrawal provisions of
the agreement come into effect if he is not able to return to work
thus terminating his interest in the partnership at the end of said
six months period. At the end of 12 months of disability the
withdrawal provision will automatically come into effect im
mediately if the disabled partner has not returned to work. Aside
from illnesses of two weeks or less, a disabled partner is only en
titled to a total of six months continuation of income in any tenyear period.
In the event of illness of a partner, he shall incur no penalty
up to a period of six months. After six months, if an ill partner is
unable to return to reasonably full-time work with said partner
ship, the salary or cost of any replacement for said partner shall
be paid out of his share of the profits of said partnership and/or
his salary. If a partner is unable to return to reasonably full-time
work within one year from the date his illness incapacitates him,
it shall be treated the same as if it were a voluntary retirement
and payment shall be made to said partner in the manner here
inbefore provided for such a situation.

Disability. In the event that any partner because of military serv
ice, disability, illness, or other reason is unable to perform his
full duties for the partnership for three months, his share in the
income of the partnership then shall be reduced by one-half.
Such reduction shall be pro rata for the fiscal year and shall be
added to the income of the other partners in proportion to their
units of ownership. The continuation of such disability for a pe
riod of one year may be at any time thereafter considered by the
remaining partners to be the equivalent of written notice of with
drawal. From the date that the remaining partners make such
consideration until the following June 30, the withdrawing part
ner’s share shall be reduced by three-fourths.
However, a partner who is unable to perform his duties because
of disability, physical or mental, may retire as provided in Sec
tion .............. and receive a retirement allowance accordingly.
If such disability occurs prior to age 55, the disabled partner
may receive the same amount in the same manner as prescribed
for a partner who dies prior to retirement.
32

Section D.

Perm anent W ithdraw al o f a Partner

1. Notice for withdrawal and effective date of withdrawal. Any
partner may voluntarily withdraw from the partnership at any
time on notice of thirty days to the other partners. As of the
expiration of the thirty day period, or sooner if mutually agreed
upon, the withdrawal shall be effective.
2. Possible termination of the firm superseding withdrawal
notice. At any time during the pendency of a withdrawal
notice and before the effective date of withdrawal, a termina
tion of the firm may be voted in accordance with the provisions
of Article X of this document. If this is done, the dissolution
proceedings, the liquidation of assets, and the distribution of
proceeds shall ensue, and the notice of withdrawal shall be
of no effect.
3. Partition with and payments to the withdrawing partner. The
withdrawing partner’s right, title, and interest in the firm
shall be extinguished in consideration of the partition with
and the payments to him by the continuing firm on the fol
lowing bases:
a. On the effective date of withdrawal he shall be paid the
amount of his net capital in the firm plus interest thereon
to that date. This payment shall be in cash unless the firm
at its option elects to set aside for him and deliver to him
in kind his pro rata share of all its capital assets. In the
event the firm sets aside property for him it shall have a
discretion as to what items to set aside, all items being val
ued for the purposes of partition, either by agreement
between the firm and the withdrawing partner or by an
independent appraisal, at current market prices.
b. Within ninety days after the effective date of withdrawal
an amount in cash shall be paid computed as follows:
(i) Start with his pro rata share of seventy-five per cent
of the net profits (after reducing said profits by inter
est on the capital accounts of all partners to the ef
fective date of withdrawal) of the firm for that portion
of its current year ending on the effective date of
withdrawal;
(ii) Add thereto any part of the twenty-five per cent of
the firm’s net profits for said portion of its then cur
rent year, which the management committee fairly
determines to be his fair share of such net profits as
a bonus payment to him based on the same considera
tions for that portion of the year that are provided in
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Section C of Article III for any full year, and bearing
in mind that the same part of twenty-five per cent
of the profits from receipts of the portion of the
current year will be applied to future receipts from
fees charged for services rendered before the with
drawal, pursuant to the provisions of subparagraph
(c) (ii) of this paragraph 3;
(iii) Deduct from the total arrived at in (ii) above all dis
tributions the withdrawing partner had received from
the firm on account of net earnings during the year;
(iv) Adjust the balance thus arrived at b y debiting the
discounted value at that time of his ratable share of
payments yet to accrue against the firm on account of
the prior death or permanent disability of a partner;
and
(v) Adjust the balance thus arrived at b y debiting and
crediting all sums owing to the firm by him or b y the
firm to him immediately prior to the effective date of
withdrawal.
If the foregoing computations result in a minus balance
it shall be debited against each quarterly payment later
accruing to him under the provisions of subparagraphs (c)
and (d); and if the debit is not thus discharged, it shall be
owing by the withdrawing partner to the continuing firm.

c. In quarter-annual installments following "the withdrawal,
a share of the fees collected by the firm during each quar
ter thereafter for services rendered b y the firm prior to
the effective date of withdrawal shall be paid, the amount
of these quarter-annual payments to be computed as
follows:
(i) Start with his pro rata share of seventy-five per cent
of the gross amount of such fees collected during
such quarter (after reducing same by the amount if
any which the management committee of the con
tinuing firm fairly determines to represent the share
of all fees earned during that quarter by the firm
which were prepaid b y the client prior to the effective
date of withdrawal);
(ii) Add thereto an amount which is that percentage
of the figure computed under (i) immediately above,
which the amount computed under (b) (ii) of this
paragraph 3 bears to the figure computed under para
graph (b) (i) of this paragraph 3; and
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(iii) The total amount thus arrived at shall be paid to the
withdrawing partner with an accounting to him at
that time of how the amount is arrived at, provided he
then makes a like accounting and payment if any is
due b y him to the firm, in accordance with the pro
visions of subparagraph (d) immediately following.
d. Subject to the right of each client to direct that any or all
of his pending matters in which the firm is employed on
the effective date of withdrawal shall be handled for him
by the continuing firm rather than the withdrawing part
ner, the withdrawing partner, at his option, as to each of
the current employments of the firm pending on that date
for which he was the responsible partner in charge, shall
then be entitled (provided he then pays the firm for all its
expenditures on behalf of the client in connection with
such matter for which the client then is or would later be
indebted to the firm) to assume all further responsibilities
to the client for that matter and to take with him all files
and documents pertaining wholly to that employment.
Thereafter, the withdrawing partner shall bill the client for
and be entitled to collect for disbursements theretofore
made and services theretofore rendered in connection with
that matter as well as for subsequent services and disburse
ments. The withdrawing partner shall account to the con
tinuing firm with respect to his gross collections of fees for
services rendered on each such matter by the firm prior
to the effective date of withdrawal, and shall pay the firm
in cash, in quarter-annual installments from such collec
tions, amounts calculated on the same basis, or as nearly
as possible on the same basis, as the firm shall be account
ing to the withdrawing partner and paying him in accord
ance with the provisions of subparagraph (c) immediately
above.

It is contemplated by the parties to this agreement that any
payments hereunder for the interest in the firm of a with
drawing or permanently disabled or deceased partner are,
to the extent that they represent payment for partnership
properties, capital payments falling under Section 736(b)
of the Internal Revenue Code. All other payments for the
interests of such persons, including so-called “interest” pay
ments on capital invested, are intended by the partners as
payments of partnership income under Section 736(a) of
the Internal Revenue Code. Each partner covenants for
himself and his heirs and assigns that he will make no
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claims or representations with reference to the income tax
nature of any such amounts that are inconsistent with the
intent expressed in this subparagraph.

ADDITIONAL EXAMPLES*

A partner may withdraw from the firm upon giving written
notice at least 90 days prior to the end of the fiscal year.
It is agreed by and between the partners that this partnership
may be terminated by any one of the partners upon his giving to
the other partners 90 days written notice.
A partner may withdraw only at June 30 and must notify each
of the other partners of his intention in writing at least two
months prior.
A partner may withdraw from the partnership as of the first
day of the months of May to October inclusive by giving each of
the other partners six months advance written notice of his inten
tion to withdraw. Upon receipt of such written notice, the remain
ing partners shall have the right to cause the withdrawing partner
to withdraw in less than six months by giving him 30 days written
notice.
A partner whose CPA certificate is revoked shall withdraw
from the partnership within 30 days of revocation.
Any partner may retire from the partnership by giving two
months advance written notice of his intention to the other part
ner or partners, or a partner may be requested to terminate his
interest in the partnership on two months written notice from the
other partners. Upon such withdrawal, retirement, or termination,
in addition to being entitled to take with him his own accounts,
such former partner shall be entitled to payment as follows:
Income Accrued To Date and Capital. A partner may be requested
to withdraw by unanimous action of all of the other partners.
Under such circumstances, the financial arrangements shall be
determined by mutual agreement. If no agreement is reached,
the withdrawing partner and the firm shall each appoint an arbi
trator who may select a third arbitrator if they desire. The findings
of the arbitrators shall be binding upon all parties.
* T h e rea d er s h o u ld a lso refer to S e c tio n E w h ic h fo llo w s th e s e e x 
a m p les.
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The withdrawing partner shall be entitled to the payment of his
capital and drawing accounts on or before July 31 following his
withdrawal. In addition he shall be entitled to receive his pro rata
share of accounts receivable and work in process. The latter
amount shall be paid in three installments, the first payment of
one-third to be due on July 31 following withdrawal, the second
three months later, and last six months later. No interest will be
paid.
The net amount due the withdrawing partner shall be paid
without interest in monthly installments equal to 50 per cent of
his monthly drawing. In no event shall the payments made to the
withdrawing partner during the year following his withdrawal be
less than the balance of his tangible capital on the date of with
drawal. The remaining partners shall have the right to accelerate
the payments to the withdrawing partner or to spread any pay
ments in excess of the tangible capital over a period of 60 months.
If the withdrawing partner’s account shall contain a deficit,
the withdrawing partner shall reimburse the partnership for the
amount of such deficit in monthly installments equal to 50 per
cent of his drawing rate.
If the withdrawing partner engages in an accounting practice
directly or indirectly, and any of the firm’s clients are subsequently
served by him directly or indirectly, each annual payment to him
on account of capital and net profits shall be reduced by 20 per
cent of gross amount of fees earned from said clients in the last
12 months prior to being served by the withdrawing partner. If
the 20 per cent so computed shall exceed the payments due the
withdrawing partner, he shall pay said difference to the partner
ship in equal installments over a five-year period commencing
four months after the close of the fiscal year of withdrawal.
In the event of such voluntary withdrawal, the retiring partner
shall be entitled to withdraw from the partnership such funds as
belong to him. Any property owned by the partnership may be
divided as agreed upon by the partners, or in the event an agree
ment for division cannot be reached, the retiring partner shall fix
a price upon such property at which he is willing either to buy
or sell, and the option to buy the interest of the retiring partner
or sell the interests of the remaining partners, shall be with the
remaining partners. In the event of dissolution, it is further agreed
that the business of clients brought into the firm b y ........................
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will remain with .........................., that the business of clients
brought into the firm by ............................ will remain with
.........................., and the business of clients brought into the firm
b y ..........................will remain w ith .............................
If any accounts of the remaining partners request the with
drawing partner to handle their account, the withdrawing partner
will immediately notify the remaining partners, and after the re
maining partners have determined that they cannot or do not want
to keep the account, the withdrawing partner will pay the remain
ing partners an amount equal to the last 12 months billing for
such account, such payment to be made one-twelfth each three
months for the following 36 months.

Voluntary Withdrawal of Partner Prior to Normal Retirement Age.
If a withdrawing partner enters into the public accounting pro
fession in any capacity within three years after such withdrawal
from the partnership in the counties o f .........................., or any
part thereof, which said counties are the counties in which the
partnership business is being transacted and carried on, he shall
pay monthly, to the partnership, 20 per cent of the total billing
by him or the firm with whom he is associated, for services to any
person or organization who was a client of the partnership at any
time during the withdrawing partner’s association with the part
nership. These payments are to be made for a period of three
years from the date of his withdrawal from the partnership and
this provision shall apply to any work done during that period,
regardless of when billed. “Any person or organization who was
a client” includes not only the identical person or organization
who was a client, but any related person or organization such as,
but not limited to, any partnership or corporation wherein a client
is a partner or stockholder, the estate of a client, and so forth.
This requirement would terminate as to any future payments in
the event of such withdrawing partner’s death, within said threeyear period.
Should any partner wish to voluntarily withdraw from the firm
to retire or to engage in any other activity not in conflict with the
business of the firm, such partner may negotiate a settlement with
the continuing partners relative to any intangible values in excess
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of balances in capital and drawing accounts, determined in ac
cordance with the provisions of p a ra g ra p h .............. (pertaining
to participation in profits after death).

Section E.

R etirem ent o f Partners; Gradual Steps Tow ard
Retirement; R etirem ent Plans for Partners

1. Retired Partners; Plans for Their Compensation.
a. A retired partner shall receive no current compensation
from the firm in payment for current services, either by
w ay of participation in distribution of net profits of the
firm or agreed monthly drawings. He may receive bonuses
or specifically agreed fees or shares of fees. He shall be
offered, at the expense of the firm, so long as he is able
and wishes to use same for at least twenty per cent of the
business time of each year, an office in the offices of the
firm and a secretary to give him such secretarial assistance
as he may require; in consideration of which he shall,
whenever convenient to him, advise with and serve as con
sultant to any of the partners or associates of the firm.
b. The management committee in its discretion is authorized
to pay during any year, to each retired partner as a “re
tirement bonus,” up to twenty-five per cent of his average
annual income for the last three full years during which
he was an active partner of the firm.

2. When a Partner Retires.
Any partner may retire at any time upon approval by the
partners, in accordance with provisions of Article IV of this
document, of his request to retire. Any partner who has at
tained the age of sixty-five shall retire if and when requested
to do so by partners holding at least two-thirds of the units of
participation entitled to vote.
3. Gradual Steps Toward Retirement.
If the request of a partner that he be permitted to enter upon
and carry out a plan for gradual retirement is approved by
vote of the partners in accordance with the provisions of Arti
cle IV of this document, a program of gradual steps toward
his retirement shall be entered into and consummated, as
agreed between him and the firm. Such a plan may be re
quired of any partner at any time after he attains the age of
sixty. The adoption of such a plan as to any partner will in
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volve a program over a period of the following five years
(provided his interest in the firm is not meanwhile terminated
by death, total disability, withdrawal, or expulsion; and pro
vided said interest is not modified by an agreement between
him and the firm approved by vote of the partners). During
that five-year period his duties shall be gradually reduced and
hence, his units of participation and thus his share of net
profits or losses, and his voting rights shall be reduced from
what they are at the -start of the period by an agreed-upon
percentage at the end of each of the first four fiscal years, of
the period, and his remaining interest in the firm shall be
terminated by effecting his retirement at the end of the fifth
year.

Again it should be noted that the details of this section are
illustrative. The majority of articles that had been reviewed con
tained clauses dealing with retirement. Mandatory retirement
ages varied between 65 and 70 years of age.
ADDITIONAL EXAMPLES

A partner must retire at the end of the fiscal year of which he
attains the age of 65 years, unless it is mutually agreed otherwise.
Each partner must retire from the firm on June 30 following
his 65th birthday. Such retirement shall be complete and all of
the retiring partner’s units shall be acquired by the partnership.
The retiring partner shall not be a member of the firm after the
retirement date of June 30, and, on or before July 31 following,
he shall receive the amounts in his capital and drawing accounts
in full in cash.
Any partner may retire at any time upon approval by the part
ners, in accordance with provisions of Article .............. of this
document, of his request to retire. Any partner who has attained
the age of 65 shall retire, if and when requested to do so by part
ners holding at least two-thirds of the units of participation en
titled to vote.
It is agreed that the “normal retirement age” of a partner shall
be any time between his 60th and 70th birthdays. It is further
agreed that retirement shall be mandatory when a partner reaches
his 70th birthday.
Plans for Compensation. As a retirement allowance, and in lieu
of compensation for his units or ownership given up (payment
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for capital is provided for separately), the retired partner shall
receive an annual amount equal to 25 per cent (another is 20
per cent) of his share in the average income of the firm for the
three years of greatest income of the firm out of the five years
ending at the date of retirement. If at the time of his retirement,
the retiring partner has not been a partner in this firm or prede
cessor firms for 25 years (another is 30 years), his retirement
allowance shall be reduced by 4 per cent for each year less than
25 (1/30 for each year less than 30).
The annual amounts shall be paid in 12 full monthly payments
beginning August 1 following retirement. Such annual amounts
shall be paid for ten years. If the retired partner dies during the
ten-year period, the payments shall be continued to his estate or
to his designated beneficiary.
During the ten-year period mentioned above, the firm shall
furnish a private office for the use of the retired partner. However,
he shall have no duties and/or responsibility in connection with
the operation of the partnership. Duties and responsibilities may
be undertaken by the retired partner upon mutual agreement with
the continuing partners.
The retired partner may not engage in the practice of public
accounting or any related activities in any county or counties,
contiguous thereto, in which the partnership maintains an office
at the time of his retirement.
The partner may retire on June 30 following his 55th birthday,
or on June 30 of any year thereafter. The terms and conditions
of his retirement shall be the same as described above for a part
ner retiring at age 65. Notice of early retirement shall be given in
writing not later than 60 days prior to June 30.
A retired partner may, at his option, continue to service certain
accounts and receive from the firm 50 per cent of the fee charged
by the firm for his services for the period of two years following
retirement or such further period as the managing partners may
approve. The firm will provide suitable office facilities and as
sistance as may be appropriate in the circumstances for a retired
partner who remains active in such capacity.
In accordance with their prior agreem ents,..............................,
.............................., .............................. shall have the first option
to acquire the interest of any of them who becomes deceased,
disabled, withdrawn, retired or removed. Such acquisition shall
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be in proportion to their respective equity capital ratios, unless
agreed otherwise. If the surviving or the remaining partners do
not exercise this option, the interest of the deceased, disabled,
withdrawn, retired or removed partner shall be acquired by the
firm.
In the event a partner retires from the firm, such partner agrees
that for a period of five years after such retirement he will not
engage in the business of public accounting, including auditing,
tax work, systems work, or any other public accounting activities
engaged in by the firm, either as an individual practitioner, in
partnership with one or more individuals, or in the employment
of any public accountant, certified public accountant, or firm of
public accountants, or certified public accountants, or a firm of
lawyers, or any other organization engaged in such activities, at
any place within a radius of .......... miles of any office of the
firm, further that this agreement and covenant may be enforced
by injunction or any other appropriate action.

Section F.

Expulsion o f a Partner

1. Expulsion for Cause.
A partner shall be expelled for cause when it has been de
termined, by vote of partners in accordance with the provisions
of Article IV of this document, that any of the following rea
sons for his expulsion exist:
a. Suspension or other major disciplinary action of any duly
constituted authority.
b. Professional misconduct or violation of the Code of Profes
sional Ethics, if such misconduct continues after its desistance has been requested by the management committee.
c. Action that injures the professional standing of the firm,
if such action continues after its desistance is requested
by the management committee.
d. Insolvency or bankruptcy or assignment of assets for the
benefit of creditors.
e. Breach of any provision of the Articles of Partnership of
the firm, which all other partners expressly agree is a ma
jor provision, if, after the breach has been specified as a
prospective ground for expulsion by written notice given
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by the management committee, the same breach continues
or occurs again.
f.

Any other reason which the other partners unanimously
agree warrants expulsion.

2. Effects of Expulsion for Cause.
Upon a determination that a partner be expelled for cause, he
shall thereby be so expelled and shall have no right or interest
thereafter in the firm or any of its assets, clientele, files or
records, or affairs. He shall have thereafter no further profes
sional duties to the firm or any of its clients and shall be priv
ileged to serve none of them thereafter. He shall immediately
remove himself and his personal effects from the firm offices.
Upon any such expulsion, the expelled partner shall be obli
gated not to accept employments for professional services from
any who have been clients of the firm during the last five years
preceding the determination of expulsion, the obligation not to
accept such employments being a continuing one for a term
of the next ensuing five years. From the time of the expulsion,
the expelled partner shall have no participation whatever in
the income or losses of the firm or any distribution or drawings
from the net income. Realizing that the existence of any such
cause for expulsion may bring disgrace on the firm and dam
age the firm in amounts and ways that cannot be calculated
or become liquidated in amount, each partner agrees that the
firm shall succeed to all of the rights of the expelled partner
as hereinabove set forth and shall retain all sums unpaid by it
to the expelled partner, whether accrued or not at that time;
further, that the receipt and retention by the firm of all such
rights and sums shall satisfy and discharge the damages of the
firm, being retained as and thereby determined to be liqui
dated damages; no other indebtedness of the expelled partner
to the firm being discharged.
3. Expulsion Without Determining any Cause Therefor.
A partner shall be expelled immediately when, on recommen
dation of the management committee, it is determined by a
vote of the partners as provided in Article IV that he shall be
expelled without determination of any cause therefor. This
method of expulsion may be employed notwithstanding the
fact that grounds may exist for expulsion for cause.
4. Effects of Expulsion Without Determining any Cause There
for.
Upon such expulsion without determining a cause therefor,
the partner so expelled shall have no right or interest there-
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after in the firm or any of its assets, clientele, files or records,
or affairs. He shall have thereafter no further professional
duties to the firm or any of its clients and shall be privileged
to serve none of them thereafter. He shall immediately remove
himself and his personal effects from the firm offices. Except
as otherwise provided in this paragraph, a partner so expelled
shall be entitled to the same rights, the same payments by, and
be subject to the same duties to the continuing firm as if he
were then voluntarily withdrawing from the firm.
ADDITIONAL EXAMPLES

A partner may be removed from membership in the firm, with
or without cause, by unanimous agreement of the other partners
in this agreement. Written notice of such removal must be given
to such partner by the managing partner of the firm, stating the
date on which such removal shall thereafter become effective.
On and from the date so fixed, such removed partner shall
cease to be a partner in the firm, and shall be deemed to be a
removed partner and shall have no right, title and interest in the
firm except as set forth in this agreement.
All partners shall at all times be members in good standing of
their state society of certified public accountants and the Ameri
can Institute of Certified Public Accountants. If a partner is ex
pelled from one of these professional societies, he shall be deemed
a removed partner.

Section G.

Tem porary Incapacity; Leave o f Absence; Tem p o 
rary W ithdrawal; Vacations

1. Temporary Incapacity or Illness.
In the event of any interruption of the performance of any
partner’s services to the firm or to its clients on account of any
temporary incapacity or illness, or any other reason not volun
tary with him, the management committee may, in its complete
discretion, make any arrangements it deems fair to the partner
and to the firm, as to the period of his absence and his com
pensation during that period.
2. Leave of Absence.
In the event any partner desires an interruption of the per
formance of his services to the firm or its clients, for any rea
son voluntary with him, his request shall be submitted to and
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may be approved by the management committee which, if the
interruption shall not be for more than one year, may in its
complete discretion make any arrangements it deems fair to
the partner and to the firm, as to the period of his absence and
his compensation during that period.
3. Temporary Withdrawal.
If any partner desires an interruption of his services to the
firm and its clients for a period longer than the management
committee can, or feels that it should, approve under either
of the last two paragraphs of this instrument, he may apply to
the firm for a temporary withdrawal. The firm, by vote of the
partners in accordance with provisions of Article IV of this
document, shall determine whether the request shall be
granted and if so, on what terms and conditions. During the
period of any temporary withdrawal, there shall be a suspen
sion and not a termination of the units of participation of the
partner involved. Such a temporary withdrawal unless ex
tended under the same procedure by which it was originally
granted shall be for a specific time, at the expiration of which
the temporarily withdrawing partner shall resume his services.
4. Vacations.
All decisions of the firm with reference to vacations of part
ners in excess of
weeks a year for each partner
are to be wholly within the discretion of the management com
mittee.

note. There is much that could be covered under Article V.
Among the matters are the rights of the withdrawer, code of
ethics, covenants, and federal income and estate tax effects of
payments for partners’ interest.

A R T IC L E VI.

S e c tio n

A.

D U T IE S O F P A R T N E R S

D e v o tio n P rim a rily to P ro fe s s io n a l S e rv ic e s

Each partner shall devote his best efforts to serving profes
sionally the firm and his clients. Subject to any exceptions pro
vided in rules of the firm adopted in accordance with the
provisions of Article VII, Section A of this document, or any other
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exceptions consented to by the management committee, each part
ner shall devote substantially all his normal business time to such
services.

Few of the Articles received contained such a clause. Where
the clause is found, the exceptions listed were the writing of
books, pamphlets and other articles; services in the capacity of
director, trustee, guardian, etc., where permissible, by the Code
of Ethics and, the holding of a civic or public office.
Section B.

Charging fo r Professional Services

1. Each partner shall charge reasonably for all professional serv
ices rendered by him, following generally the policies of the
firm as to fees charged. However, each partner may serve
professionally without charge any member of his own family,
any relative . . . and with the consent of the management
committee any partner may serve without charge, or at less
than regular charge, any civic, educational, religious, or char
itable organization or project.
2. Each partner will follow rules and policies of the firm adopted
in accordance with the provisions of Section A of Article V II
of this document relating to consideration by the firm, rather
than one partner only, of fees on substantial services rendered
by the firm.
3. No salaries, commissions, fees or gratuities of any substantial
significance shall be accepted, directly or indirectly, by any
partner personally from any client or prospective client of the
firm, unless with the express consent in advance of the man
agement committee, and the fair value of any such item re
ceived with such consent, though retained by the partner,
shall be treated for accounting purposes as compensation to
the firm and shall be charged against such partner as an ad
vance on the next maturing installment or installments of his
drawing account. The management committee may agree,
however, to any exception to any provision of this paragraph.

Section C.

Professional Obligations

1. At firm expense, each partner will maintain memberships in
the American Institute of CPAs, and the professional society in
his state.
2. At firm expense, each partner will maintain fully effective his
license and privilege to practice in this state.
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3. Each partner will at all times comply with all of the provisions
of the Code of Professional Ethics as adopted by the Ameri
can Institute of CPAs and by the statutes, rules and regulations
of the state society and Board of Public Accountancy covering
all professional services that he shall render.

A R T IC L E VII.
Section A.

MANAGEMENT

Authority and Mem bership o f the M anagem ent
C om m ittee

1. Subject to the express terms of this document, which as to
certain specific matters provides that decisions of the firm
shall be determined by the vote of the partners holding
required units of participation, the complete and sole manage
ment of the firm is hereby vested in the management commit
tee.
2. Any part or parts of the power, right and authority vested in
the management committee may, at any time and from time to
time, be delegated by it to a subcommittee of one or more
chosen b y it. Such authority may be delegated with power in
the subcommittee only to recommend to the management com
mittee what action should be taken, or with power to act; in
the latter event, action of the subcommitee shall be the action
of the management committee. Any delegation may be termi
nated by the management committee at any time.
3. It may from time to time cause a set of the rules and policies
of the firm to be distributed in any office manual to all partners, principals and employees of the firm.
4. The management committee shall consist of three partners.
No one of them shall be retired (though he may be partici
pating in gradual steps toward retirement) or the subject of
pending action for expulsion. Partners subject to any of the
stated disabilities shall be disqualified from election to or from
acting on the management committee. Upon any such event
that disqualifies from continued service a member of the com
mittee, he shall automatically cease to be a member of the
committee and shall not serve thereafter unless and until
(when qualified) re-elected to fill a vacancy on the committee.
There shall be an alternate member elected by the partners
and if there is a vacancy on the committee because of death,
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resignation, or disqualification, the alternate shall become a
member of the committee. In the event of any temporary ab
sence of a member, the alternate may serve as a member of
the committee during the period of the absence. As soon as
convenient the partners shall meet and choose a successor to
fill any vacancy (other than a vacancy resulting from a tempo
rary absence of one of the four elected). In the event of any
vacancy not yet filled by vote of the partners, the manage
ment committee may on its own account call on any qualified
partner of its choice to serve temporarily with the committee.
The tenure of one so chosen shall expire when the partners
elect a successor.
5. The management committee, from the effective date of this
instrument, shall consist of A. Navillus, J. Doow and T.
Roosma. The named alternate shall be B. Navillus. Each of
the four shall serve respectively until his tenure is terminated
by death, resignation, disqualification, or a determination by
vote of the partners that his term shall expire.
6. The tenure of every member of the committee and every al
ternate member shall be subject to termination without cause,
by requisite vote of the partners in accordance with the pro
visions of Article IV of this document.
ADDITIONAL EXAMPLES

One of the members of the partnership shall be designated as
the executive partner of the firm and shall continue in such ca
pacity until a successor is designated by a majority vote of the
partners.................................is hereby designated as the current
executive partner. The executive partner shall be charged with
the responsibility of the management of the firm and shall dele
gate such responsibility to other members as is appropriate. Mat
ters of general policy are to be determined by the majority vote
of the partners.
The management and conduct of the partnership business shall
be vested in the management committee, which shall make all
decisions affecting the partnership, its policies and management.
The chairman of the management committee shall be the part
ner having the largest equity capital ratio among the committee
members, and the vice chairman shall be the partner having the
second largest equity capital ratio among the committee mem
bers. They shall be designated as managing partners of the firm.
Each member of the management committee shall be entitled
to the number of votes represented by his equity capital ratio in
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the firm and the action of a majority of the members of the man
agement committee as determined by the equity capital ratio
among them shall be the action of the management committee.
The managing partner shall b e ..............................for a period
of five years and until a majority of partners (in percentage of
interest in net earnings) shall designate another partner. The
managing partner shall have the right and duty to manage the
financial affairs of the partnership and set general policy. Part
ners’ salaries, tangible capital, and profit-sharing ratios shall be
reviewed at the beginning of each fiscal year jointly b y ................
a n d ....................
The management of this partnership including, but not limited
to, the setting of all administrative policies, conduct of financial
affairs, admission and termination of partners, and profit-sharing
arrangements shall rest primarily u p o n ..........................; however,
no material decision shall be made at any time without the fore
knowledge and agreement of .......................... and at least one
of the other two partners. Profit-sharing arrangements are to be
reviewed periodically to give consideration to changes in tech
nical, administrative and promotion ability.

Section B.

Functioning o f the M anagem ent C om m ittee and
Its Subcom m ittees

1. Members of the management committee shall make every
reasonable effort to keep each other and the alternate advised
of all pending problems, prospective decisions, and actions
taken. Action of the committee shall be by majority vote. It
shall not be necessary that any notice be given of the time or
place of decision or of the matter to be decided. Any decision
of the committee may be reversed prospectively by any subse
quent action of the committee.
2. Though the committee has no obligation so to do, it may refer
any matter on which all members of the committee are not in
agreement to a meeting of the partners for decision.

Section C.

M em bership in Subcom m ittees o f the M anagem ent
Com m ittee

The management committee shall decide what subcommittees
there shall be from time to time, how many members (one or
more) there shall be of each subcommittee, who the members
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shall be, and what the subcommittee’s functions and authority
shall be. The management committee may at any time modify or
revise prospectively any authorized decision of any subcommittee.
Any partner or any full time employee may be a member o f any
subcommittee.

A R T IC L E VIII.

Section A .

IN S U R A N C E ; IN V E S T M E N T S

Life Insurance

The management committee in its discretion shall determine
from time to time what life insurance, if any, shall be carried on
the lives of partners for benefit of the firm.

Section B.

O ther Insurance

The management committee in its discretion shall determine
from time to time what other insurance, if any, the firm shall
carry.

Section C.

Investm ents

The management committee in its discretion shall determine
from time to time what investments, if any, the firm shall make
and all matters with reference to the proceeds of such investments,
and with reference to reinvestments or changes in investment
policies.

A R T IC L E IX.

P R O P E R T IE S A N D R EC O R D S

The management committee in its discretion shall make all
decisions of the firm from time to time on the following subjects:
Firm Properties
Accounting Records
Cost Accounting Records
Files
Office Forms
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A R T IC L E X .

Section A.

T E R M IN A T IO N A N D L IQ U ID A T IO N O F F IR M

Term ination o f th e Firm by Voluntary V o te or
Otherwise

The partnership may be terminated at any time by affirmative
vote of the partners at a partnership meeting, in accordance with
the provisions of Article IV of this document.

Section B.

Pending Em ploym ents on Term ination

In the event of termination of the partnership, no further pro
fessional services shall be rendered in the partnership name and
no further business transacted for the partnership except action
necessary for the winding up of its affairs, the distribution or
liquidation of its assets, and the distribution of the proceeds of
the liquidation. Maintenance of offices to effectuate or facilitate
the winding up of the partnership affairs shall not be construed to
involve a continuation of the partnership. In advance of the ef
fective date of the termination of the partnership, the manage
ment committee shall assign every uncompleted professional
service to one or another of the partners on such terms as shall
be agreeable to the clients involved and the partners to whom
such matters are assigned; and the rendition of professional serv
ices from the effective date of the termination shall henceforth
be by such individuals and other accounting firms, if any, in which
they may respectively become partners.

Section C.

Liquidation o f Assets

The members of the management committee (but not including
alternate members) on the effective date of the termination of
the partnership, shall be the agents of the terminated partner
ship in liquidation, and of the individual partners, for winding up
all its affairs and all business transactions of the partnership, other
than the performance of incomplete professional services referred
to in Section B above. Said members of the management commit
tee shall continue to serve (unless death, incapacity, or resigna
tion shall intervene) until the completion of the winding up and
liquidation. The committee shall act by majority vote or votes. In
the event of any temporary or permanent vacancy in the com
mittee, the remaining members shall choose a third member of
the committee. Members of the management committee shall not
be paid for their services after the termination of the partnership
in the winding up or liquidation operations. They may, out of the
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assets and proceeds of the assets on hand, employ such assistants
as they determine appropriate, and the committee may so employ
and pay any one of its members to take any such actions and ren
der any such services in the winding up and liquidation.

Section D.

Prior Opportunity o f Partners to Bid fo r Purchase
o f A ssets Being Liquidated

The partners holding units of participation immediately prior
to the termination of the partnership may, in the discretion of the
management committee, be given first opportunity over any other
prospective bidder for the purchase of any of the assets, all such
partners being given an equal opportunity, so that they respec
tively as individuals or jointly or in groups, may bid; and if the
best bid by any of them, in the opinion of the management com
mittee, is at least 95 per cent of the highest and best bid other
wise received, then such best bid by any partner or partners may
be accepted.

Section E.

Distribution o f Proceeds from Liquidation

The business affairs of the partnership, in the event of the
termination of the partnership, shall be wound up and liquidated
as promptly as business circumstances and orderly business prac
tices will permit. After payment of expenses incurred, the net
assets and the proceeds of the liquidation shall be applied in the
following order:
1. To the payment of the debits and liabilities of the partner
ship owing to the creditors other than partners, and the ex
penses of liquidation.
2. To the payment of the debts and liabilities owing to the part
ners other than for (i) capital, (ii) profits and (iii) any un
matured installments yet to be paid on account of the death,
permanent disability, retirement (or death following retire
ment) or withdrawal of a partner. It is agreed that all sums
to become due on installments referred to in (iii) shall be
assumed ratably by each partner at the date of termination
and that each shall thereafter pay his ratable share of each
such installment as it becomes due.
3. To the repayment to each of the partners of his capital con
tributions to the firm.
4. To the payment to partners (computed on the basis of their
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respective units of participation at the date of termination of
the firm) of all the remaining net of assets and proceeds, if
any, first in whatever amounts are necessary to complete a
ratable distribution for the current year, to each partner to
the full extent of distributions previously received by each
other partner; and second, to ratable distributions to all
partners.
5. If the assets and proceeds of the liquidation are insufficient
to pay all of the items referred to in paragraphs 1 and 2, but
not including (i), (ii) and (iii) referred to in 2, then the man
agement committee shall make an assessment against the
partners to cover net losses of the firm and such assessments
shall be paid and applied to the satisfaction of the items
covered by paragraphs 1 and 2.

A R T IC L E XI.

Section A.

L E G A L E F F E C T O F T H E PR O VISIO N S;
A R B IT R A T IO N

Th e L aw o f This S ta te Controlling Factor

All provisions of this document shall be given effect and shall
be enforced according to the laws of this state.

Section B.

Those Bound by Provisions

Each of the partners executes this document with the under
standing and agreement that each has hereby bound and obli
gated himself, his estate, and any and all claiming by, through, or
under him.

Section C.

Rights o f Partners N o t Assignable; N o t to Be
Pledged

No partner and no one acting by authority of or for a partner
may pledge, hypothecate, or in any manner transfer his interest
in the partnership, or his interest in any of its assets, receivables,
records, documents, files, or clientele, all such rights and interests
of each partner being personal to him and nontransferable and
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nonassignable (except that other partners of the firm may succeed
to such rights or some of them in accordance with the terms of
this document).

Section D.

Finality o f Decisions W ithin th e Firm: E ffe c t o f
Diverse or A dverse Interest Personally o f Any
Partner

Every final decision of the firm on any matter affecting any
party hereto or anyone claiming by, through or under any party,
b y vote of the partners or by decision of the management com
mittee, when in accordance with the terms and provisions of this
document, shall be binding and conclusive. Except where it is
expressly provided in this document that one shall not be per
mitted to vote as to any such decision, there shall be no disquali
fication of anyone from voting who shall be entitled to vote
according to the terms and provisions of this document, notwith
standing any adverse or divergent interest that he may personally
have in the decision; and the decision shall, nevertheless, be
binding and final notwithstanding any such adverse or divergent
interest held by anyone so voting. It is understood that individual
partners and that members of the management committee will
doubtless have divergent and may have adverse, or arguably ad
verse, personal interests from one another on some matters that
are to be determined according to the provisions of this document
and have diverse or adverse interests personally from those of
some party affected by the decision; all this is agreed to and
waived as a disqualification. Nonetheless, anyone entitled to
such a vote on any such matter may recuse himself from voting
and thereupon the decision shall be made on the computation of
votes to the same effect as if the one so recusing himself had as
to that matter, no right to vote; and if the vote is by the partners,
as if he held no units of participation. Each party having any vote
on any such matters shall recuse himself on any vote if requested
so to do b y joint action of partners holding a majority of the units
of participation then outstanding.

Section E.

Arbitration

Any controversy or claim arising out of or relating to any
provision of this document, or the breach thereof, shall be settled
b y arbitration in accordance with the rules then in effect con
sistent with the laws of this state. It is agreed that any party to
any award rendered in any such arbitration proceedings may seek
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a judgment upon the award and that judgment may be entered
thereon by any court having jurisdiction.

Section F.

Severability

It is agreed that the invalidity or unenforceability of any Article,
Section, paragraph or provision of this document shall not affect
the validity of enforceability of any one or more of the other
Articles, Sections, paragraphs or provisions; and that the parties
hereto will execute any further instruments or perform any acts
which are or may be necessary to effectuate all and each of the
terms and provisions of this document.

A R T IC L E XII.

AM ENDM ENTS

An amendment hereto may alter, revise, delete or add to any
provision or provisions of this agreement. No amendment to this
instrument shall be adopted or become effective unless and until
it (i) has been voted in accordance with the provisions of para
graph 3 of Section B of Article IV of this document; and (ii) has
been executed and attached to this document as a part of same.
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